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AIL INFORMATION CONTAINED 
HEREIN IS UNCLASSIFIED EXCEPT 
WHERE SHOWN OTHERWISE. 

BS> 
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It was a pleasure for us to host your luncheon a 
few weeks ago and to take that opportunity to recognize your 
retirement. I want to add my personal congratulations and 
wish you the best in the future. 

I believe the years we worked together were productive 
ones for all concerned/ and I will always be appreciative for 
the support and assistance you provided the Bureau and myself 
You should take great pride and satisfaction in your many years 
of dedicated service and your accomplishments. The relationship 
between our organization has been strengthened by your efforts. / 










On behalf of your friends and associates in the 
Intelligence Division, I extend congratulations and best wishes 
for a long and healthy retirement. 
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Sincerely., 
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Edward J. O’Malley 
Assistant Director 
Intelligence Division 
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NATIONAL HUMINT J30LLECTI0|L 
TERRORISM - INTERNATIONAL 
'TEfeSOErrSM^' MATTER 1, 



PLAN 



MAILED Enclosed for receiving offices is one copy each, of the 

National Humint Collection Plan for Terrorism, which was approved 
VI ?. - Di^sctor of Central Intelligence in December 1984. 

, -"grpg Agents working international terrorism matters should 

" ’ be familiar with the contents of this plan, but they are 

requested to strictly observe dissemination restrictions imposed 
by the originator. 
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1 - Mr Cornick 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON. O.C. 20503 




March 11, 1985 



TO: 



SUBJECT: 



LEGISLATIVE REFERRAL MEMORANDUM 

Legislative Liaison Officer- 
Offpz& of Personnel Management 
^-Department of Justice 
National Security Council 
Department of Defense 
General Services Administration 
Department of State 
Department of the Treasury 
Department of Energy 

Equal Employment Opportunity Commission 
Department of Transportation 

Draft Central Intelligence Agency Authorization 
Act for Fiscal Year 1986. 




[he Office of Management and Budget requests the views of your 
jgency on the above subject before advising on its relationship to 
the program of the President, in accordance with 0MB Circular A-19. 



A response to this request for your views is needed no later than 
r MONDAY, MARCH 18, 1985. 



Questions should be referred to | 

the legislative analyst in this office. 

RONALD K. PETERSON FOR XV 

Assistant Director for w L 

Legislative Reference 
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A BILL 



To authorize appropriations for fiscal year 1986 for 
intelligence and intelligence-related activities of the United 
States Government, the Intelligence Community Staff, and the 
Central Intelligence Agency Retirement and Disability System, 
and for other purposes. 

Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled. That this 
Act may be cited as the "Intelligence Authorization Act for 
Fiscal Year 1986". 



TITLE I - INTELLIGENCE ACTIVITIES 



Authorization of Appropriations 

SEC. 101. Funds are hereby authorized to be appropriated 
for fiscal year 1986 for the conduct of the intelligence and 
intelligence-related activities of the__fpllowing elements of 
t-he-U n ited State s Go vernmentT - 

(1) The Central Intelligence Agency; 

(2) The Intelligence Community Staff; 

(3) The Department of Defense; 

(4) The Defense Intelligence Agency; 

(5) The National Security Agency; 

(6) The Department of the Army, the Department of the 
Navy, and the Department of the Air Force; 

(7) The Department of State; 

(8) The Department of the Treasury; 

(9) The Department of Energy; 

(10) The Federal Bureau of Investigation; and 

(11) The Drug Enforcement Administration. 



Classified Schedule of Authorizations 

SEC. 102. The amounts authorized to be appropriated under 
section 101, and the authorized personnel ceilings as of 
September 30, 1986, for the conduct of the intelligence and 
intelligence-related activities of the elements listed in such 
section, are those specified in the classified Schedule of 
Authorizations prepared by the committee of conference to 
accompany ( ) of the Ninety-Ninth Congress. That 

Schedule of Authorizations shall be made available to the 
Committee on Appropriations of the Senate and House of 



Representatives and to the President. The President shall 
provide for suitable distribution of the Schedule, or of 
appropriate portions of the Schedule within the Executive 
Branch. 



Congressional Notification of Expenditures 
in Excess of Program Authorizations ~ 

SEC. 103. During fiscal year 1986, funds Day not be made 
available for any intelligence or intelligence-related activity 
unless such funds have been specifically authorized for such 
activity or, in the case of funds appropriated for a different 
activity, unless the Director of Central Intelligence or the 
Secretary of Defense has notified the appropriate committees of 
Congress of the intent to make such funds available for such 
activity, except that, in no case may reprogramming or transfer 
authority be used by the Director of Central Intelligence or 
the Secretary of Defense unless for higher priority 
intelligence or intelligence-related activities, based on 
unforeseen requirements, than those for which funds were 
originally authorized, and in no case where the intelligence _or_. 
intelligence-r elated act i vity-for— which funds were requested 
rias been denied by Congress. 



Personnel Ceiling Adjustments 

SEC. 104. The Director of Central Intelligence may 
authorize employment of civilian personnel in excess of the 
numbers authorized for the fiscal year 1986 under sections 102 
and 202 of this Act when he determines that such action is 
necessary to the performance of important intelligence 
functions, except that such number may not, for any element of 
the Intelligence Community, exceed 2 per centum of the number 
of civilian personnel authorized under such sections for 6uch 
element. The Director of Central Intelligence shall promptly 
notify the Permanent Select Committee on Intelligence of the 
House of Representatives and the Select Committee on 
Intelligence of the Senate whenever he exercises the authority 
granted by this section. 



TITLE II - INTELLIGENCE COMMUNITY STAFF 



Authorization of Appropriations 

SEC. 201. There is authorized to be appropriated for the 
Intelligence Community Staff for fiscal year 1986 the sum 
of . 



Authorization of Personnel End Strength 

SEC. 202. The Intelligence Community Staff is 

authorized full-time personnel as of 

September 30, 1986. Such personnel of the Intelligence 
Community Staff may be permanent employees of the Intelligence 
Community Staff or personnel detailed from other elements of 
the United States Government. 

(b) During fiscal year 1986, personnel of the Intelligence 
Community Staff 6hall be selected so as to provide appropriate 
representation from elements of the United States Government 
engaged in intelligence and intelligence-related activities. 

(c) During fiscal year 1986, any officer or employee of 
the United States or a member of the Armed Forces who is 
detailed to the Intelligence Community Staff from another 
element of the United States Government shall be detailed on a 
reimbursable basis, except that any 6uch officer, employee or 
member may be detailed on a nonreimbursable basis for a period 
of less than one year for the performance of temporary 
functions as required by the Director of Central .^Intelligence'. — 



Intelligence Community Staff Administered 
in Same Manner as Central Intelligence Agency 

SEC. 203. During fiscal year 1986, activities and 
personnel of the Intelligence Community Staff shall be subject 
to the provisions of the National Security Act of 1947 (50 
U.S.C. 401 et seq.) and the Central Intelligence Agency Act of 
1949 (50 U.S.C. 403a-403n) in the same manner as activities and 
personnel of the Central Intelligence Agency. 

TITLE III - CENTRAL INTELLIGENCE AGENCY 
RETIREMENT AND DISABILITY SYSTEM 

Authorization of Appropriations 



SEC. 301. There is authorized to be appropriated for the 
Central Intelligence Agency Retirement and Disability Fund for 
fiscal year 1986 the sum of . 
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TITLE IV - ADMINISTRATIVE PROVISIONS RELATED 
TO INTELLIGENCE AGENCIES 

Compensation of Director and Deputy 
Director of Central Intelligence 



SEC. 401. (a) Section 5312 of Title 5, United States 

Code, is amended by adding at the end thereof the following: 

" ( ) Director of Central Intelligence." 

(b) Section 5313 of Title 5, United States Code, is 
amended by inserting "Deputy" before "Director of Central 
Intelligence." 

» 

(c) Section 5314 of Title 5, United States Code, is 
amended by striking out "Deputy Director of Central 
Intelligence." 



Interlocutory Appe.al -Author ity- -' — 

SEC. 402. The National Security Act of 1947 (50 U.S.C. 

401 et seq. ) is amended by adding after Section 102a the 
following new section: 

"SEC. 102b. In any civil action, suit, or proceeding 
in which the United States or any officer, employee or 
agent thereof is a party, or in which the United States has 
an interest, an interlocutory appeal may be taken as of 
right from a decision of any court of the United States, or 
a judge thereof, on any evidentiary or discovery matters, 
or potentially dispositive motions, if the Director of 
Central Intelligence certifies that the decision will have 
an adverse impact upon the national security of the United 
States. In such cases, appeal may be taken upon 
application of the Attorney General to the appropriate 
courts of appeals, which shall have jurisdiction of appeals 
under this provision, except where direct review may be had 
in the Supreme Court. A stay of all proceedings shall be 
granted pending disposition of the appeals." 
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Retirement Benefits for Agency Employees Serving 
in Unhealthful Areas 



SEC. 403. (a) Section 251 of the Central Intelligence 
Agency Retirement Act of 1964 for Certain Employees (50 U.S.C. 
403 note) is amended by inserting "(a)" after "Sec. 251." and 
by adding at the end thereof the following new subsection: 

"(b) The Director of Central Intelligence may from time to 
time establish a list of places which by reason of climatic or 
other extreme conditions are to be classed as unhealthful 
posts. Each year of duty at such posts, inclusive of regular 
leaves of absence, shall be counted as one and a half years in 
computing the length of the service of a participant under this 
Act, fractional months being considered as full months in 
computing such service. No such extra credit for service at 
6uch unhealthful posts shall be credited to any participant who 
is paid a differential under section 5925 or 5928 of Title 5 
for such service." 

(b) The Central Intelligence Agency Ac.t_of 1949. ( 50. U.S.C. -- 
403a et seq.-) — is— amende dbyadding at the end thereof the 
following new section: 

"Extra Credit for Service at Unhealthful Posts 

SEC. 16. The provisions of subsection 251 (b) of the 
Central Intelligence Agency Retirement Act of 1964 for Certain 
Employees (50 U.S.C. 403 note) authorizing the Director of 
Central Intelligence to establish a list of unhealthful postB 
for which an extra retirement credit for service at such posts 
may be provided to an Agency employee who is a participant in 
the Central Intelligence Agency Retirement and Disability 
System shall apply in the same manner and to the same extent in 
the case of an Agency employee who is a participant in the 
Civil Service Retirement and Disability System or in a new 
Government retirement system as defined in Section 203(a)(4) of 
the Federal Physicians Comparability Allowance Amendments of 
1983." 

Protection of Agency Activities 

SEC. 404. (a) The Central Intelligence Agency Act of 1949 

(50 U.S.C. 403a et seq. ) is amended by adding at the end of 
Section 16 the following new section: 

"SEC. 17. In its discretion, the Agency may, on the 
grounds of prior or current alcohol or drug abuse. 
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deny to or remove from any individual access to 
classified information, refuse to hire any applicant 
for Agency employment, refuse to hire any applicant 
for Agency employment, and terminate, suspend, or 
place limitations or conditions on the continued 
employment of any Agency employee, notwithstanding any 
other provisions of law.” 

(b) The National Security Agency Act of 1959 (50 U.S.C. 402 
note) is amended: 

”1) by redesignating section 2 as section 2(a) and 

”2) by adding at the end thereof the following new 
subsection: 

”b) The Secretary of Defense (or his designee for the 
purpose) may, in his discretion, on the grounds of prior or 
current alcohol or drug abuse, deny to or remove from any 
individual access to classified information, refuse to hire any 
applicant for Agency employment, and terminate, suspend, or 
place limitations or conditions on the continued employment of 
any Agency employee, notwithstanding any other provisions of— 
law." , ~ — " 



.. TITLE V - SUPPORT FOR DEFENSE INTELLIGENCE 
COLLECTION ACTIVITIES 

SEC. 501. Subtitle A of Title 10, United States Code, is 
amended by adding the following new chapter to Part I, relating 
to organization and general military powers, after chapter 18: 



"CHAPTER 19 - SUPPORT FOR INTELLIGENCE 



"Sec. 

391. Purpose of this chapter. 

392. Definition. 

393. Authority to conduct commercial cover. 

394. Authority to acquire logistic support, supplies, and 
services . 

395. Oversight. 

"SEC. 391. Purpose of this chapter. 



The purpose of this chapter is to provide clear 
authority for the Secretary of Defense and the Secretaries of 
the Military Departments to conduct support activities 
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necessary for authorized and appropriately coordinated 
intelligence collection activities of the Department of 
Defense. 

"SEC. 392. 



a. "Intelligence collection activities" means the 
collection of foreign intelligence or counterintelligence 
information by intelligence components of the Department of 
Defense. 



b. "Intelligence support activities" means those 
activities described in sections 393 and 394, below. 

c. "Foreign intelligence" means information relating 
to the capabilities, intentions, and activities o,f foreign 
powers, organizations, or persons, but not including 
counterintelligence except for information on international 
terrorist activities. 

d. "Counterintelligence" means information gathered 
and activities conducted to protect against espionage.,.. 
other intelligence activities, _ sabotager' or assassination 
cond ucted, for or-cnbehalf of foreign powers, organizations 
or persons, or international terrorist activities, but not 
including personnel, physical, document or communications 
security programs. 

e. "Commercial cover" means a business entity that is 
established solely to conceal the role of an intelligence 
component of the Department of Defense as it performs 
intelligence collection activities. 

"SEC. 393. Authority to conduct commercial cover. 

a. "The Secretary of Defense and the Secretaries of 
the Military Departments, after consultation with the 
Director of Central Intelligence and the Director of the 
Federal Bureau of Investigation as appropriate, may 
establish and conduct commercial entities such as 
corporations, partnerships, sole proprietaries, and other 
business entities as commercial covers to support 
intelligence collection activities of the Department of 
Defense, as defined herein. Such commercial entities may 
only be established upon written certification that 
commercial cover is necessary to the conduct of authorized 
intelligence collection activities. 

b. "The establishment and operation of commercial 
entities conducted pursuant to this section shall be 
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consistent with prevailing commercial practice. To this 
end laws applicable to federal appropriations, federal 
services management, federal property management, and 
Government corporations including but not limited to Title 
5, sections 1301, 1341, 1342, 1343, 1344, 1348, 1517 of 
Title 31; and chapter 91 of Title 31 shall not apply where 
such application would be inconsistent with prevailing 
commercial practice or would otherwise compromise the 
commercial cover. 

c. "Notwithstanding the provisions of sections 3302, 
3322, and 3341 of Title 31 and section 646 of Title 18, the 
Secretary of Defense and the Secretaries of Military 
Departments, or their designees, are authorized to deposit, 
and withdraw funds appropriated for the Department of 
Defense used to conduct commercial cover and funds 
generated by the business entities authorized by this 
section, in banks or other financial institutions. The 
deposits of and funds generated by such business entities 
may be used to offset necessary and reasonable expenses 
incurred by 6uch activities without regard to the 
provisions of section 3302 of title 31 . U_. .S_..C. — ' 



_ ^ "Upon the liquidation, dissolution, sale, or other 

disposition of the assets of a business entity established 
and conducted under the provisions of this section, the 
funds from each disposition, after obligations are met, 
shall be deposited in the Treasury of the United States as 
miscellaneous receipts. Funds generated by such business 
entities that are required to maintain the entity's 
commercial cover may be deposited and withdrawn, in 
commercial accounts, but such funds may not be used to 
support intelligence collection activities. Funds 
generated by business entities not needed to maintain the 
entity's commercial cover shall be deposited, on a 
quarterly basis, in the Treasury of the United States as 
miscellaneous receipts. 

"SEC. 394. Authority to acquire logistic support, 
supplies, and services. 

a. "Subject to the availability of appropriations, 
the Secretary of Defense, and the Secretaries of the 
Military Departments may acquire any goods, services, 
property, buildings, facilities, 6pace, insurance, licenses 
and any equipment necessary in order to establish or 
maintain a commercial cover. 

b. "Acquisitions made under the provisions of this 
section are to be made utilizing procedures consistent with 



prevailing commercial practice. To this end, laws 
applicable to federal acquisitions including but not 
limited to sections, 2207, 2276, 2301, 2304, 2306, 2307, 
2392, 2393, 2313, 2360, 2381, 2384, 2631, 2662, 2672, 2675, 
2676 of this Title, section 3324 of Title 31, section 34 of 
Title 40, and sections 22, 254(a), 254(c) and 255 of Title 
41 shall not apply where such application would be 
inconsistent with prevailing commercial practice or would 
otherwise compromise the commercial cover. 

"SEC. 395. Oversight 

The Secretary of Defense shall establish a system to ensure 
oversight of and accountability for the intelligence support 
activities conducted pursuant to sections 393 and 394 of this 
Title. 

"SEC. 396. General Provisions 

a. "The intelligence support activities authorized 
pursuant to sections 393 and 394 may or.ly be conducted in 

_ accordance— w-i-t'h-regura'tl.'bns - pFomulgated by the Secretary of 

Defense. 

b. "The Secretary of Defense, Deputy Secretary of 
Defense, and Secretaries of the Military Departments shall 
ensure that elements of the Department of Defense that 
undertake intelligence support activities pursuant to this 
chapter conduct annual reviews of such support activities 
and shall ensure that the Permanent Select Committee on 
Intelligence of the House and the Select Committee on 
Intelligence of the Senate are kept fully and currently 
informed of such activities, as prescribed in section 413' 
of Title 50. 

c. "Intelligence support activities authorized under 
this chapter shall be protected from unauthorized 
disclosure pursuant to 50 U.S.C. 403(d)(3). 

d. "The table of chapters at the beginning of 
Subtitle A of such Title and at the beginning of Part I of • 
such Subtitle are each amended by inserting after the item 
relating to chapter 18 the following new item: 



19. Support for Intelligence 
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TITLE VI - MODIFICATION OF CERTAIN NATURALIZATION REQUIREMENTS 



Immigration and Nationality Act Amendment 

SEC. 601. Section 316 of the Immigration and Nationality 
Act (8 U.S.C. 1427) is amended by adding at the end thereof the 
following new subsection: 

"(g)(1) Whenever the Director of Central Intelligence, 
the Attorney General and the Commissioner of Immigration 
determine that a petitioner otherwise eligible for 
naturalization has made a significant contribution to the 
national security or to the national intelligence mission, 
the petitioner may be naturalized without regard to the 
residence and physical presence requirements of t*his 
section, or to the prohibitions of Section 313 of this Act, 
and no residence within the jurisdiction of the court Bhall 
be required. 

(2) Apetition.under this provision may be filed, 

— without - regard to the residence of the petitioner, in any 
district court of the United States. The court shall 
conduct proceedings under this subsection in a manner 
consistent with the protection of intelligence sources, 
methods and activities." 



TITLE VII - UNAUTHORIZED DISCLOSURES OF CLASSIFIED INFORMATION 
Unauthorized Disclosure Amendment 



SEC. 701. The National Security Act of 1947 (50 U.S.C. 401 
et seq. ) is amended by adding at the end thereof the following 
new subchapter: 



"SUBCHAPTER VII 

Unauthorized Disclosure of Classified Information 
§ 701. Unauthorized Disclosure of Classified Information 

(a) Whoever, being or having been an officer or 

employee of the United States or a person having 
or having had authorized access to classified 
information, willfully discloses, or attempts to 
disclose, any classified information to a person 



who is not an officer or employee of the United 
States and who does not have authorized access 
to classified information, shall be fined not 
more than $25,000, or imprisoned not more than 
five years, or both. 

(b) Whoever, being or having been an officer or 
employee of the United States or a person having 
had authorized access to classified information, 
willfully aids or abets the violation of 
subsection (a), shall be fined not more than 
$25,000, or imprisoned not more than five years, 
or both. 

(c) As used in this section — 

(i) the term "classified information" means any 
information or material that has been 
determined by the United States Government 
pursuant to an Executive order, statute or 
regulation, to require protection against- 
unauthorJ,zed„disclosure- for reasons of 
— — ""national security; 

(ii) the term "disclose" or "discloses" means to 
communicate, furnish, deliver, transfer, 
impart, provide, publish, convey, or 
otherwise make available; 

(iii) the term "authorized access" means having 
authority, right, or permission to receive 
classified information or material within 
the scope of authorized government 
activities or pursuant to the provisions of 
a statute. Executive order, directive of 
the head of any department or agency who is 
empowered to classify information, order of 
any United States court, or provisions of 
any Rule of the House of Representatives or 
resolution of the Senate which governs the 
handling of classified information by the ' 
respective House of Congress. 

(d) Nothing in this section shall be construed to 
establish criminal liability for disclosure of 
classified information in accordance with 
applicable law to: 

(i) any court of the United States, or judge or 
justice thereof; or 
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(ii) the Senate or House of Representatives, or 
any committee, subcommittee or joint 
committee thereof. 

(e) It is an affirmative defense to a prosecution 
under this section that: 

(i) before the defendant's disclosure, the 
information that provides the basis for 
prosecution under this section officially 
had been disclosed publicly; or 

(ii) the defendant did not obtain the classified 
information that provides the basis for 
prosecution under this section as a result 
of his duties as an officer or employee of 
the United States, or as a result of 
authorized access to classified 
information; or 

( i i i ) the def e^ant_has_submi-tted the information 

that provides the basis for prosecution 

under this section to a department or 
agency of the United States for 
prepublication review, whether under a 
contract which provides for such review or 
otherwise, or for declassification review 
pursuant to the provision of an Executive 
order, and (a) the United States informed 
defendant that it did not object to 
disclosure, or (b) the United States 
objected to such disclosure, or denied 
declassification, and such objection or 
denial was overruled in a final opinion or 
ruling of a court of the United States. 

(f) Prosecution under this section shall be barred 
unless, prior to the return of an indictment or 
the filing of any information, the Attorney 
General and the head of the department or agency 
responsible for the classified information 
jointly certify in writing that, at the time of 
the disclosure, the information constituted 
properly classified information. Such 
certification shall be conclusive as to the 
propriety of the classification except that , if 
a defendant demonstrated that the information 
that provides the basis for prosecution under 
this section was available from public sources 



or makes a prima facie showing that the 
information did not meet the substantive 
criteria for classification under applicable 
law, the prosecution may proceed if the United 
States establishes that the information, at the 
time of the disclosure, was properly classified 
because the particular disclosure reasonably 
could be expected to damage the national 
security. The court, based upon submissions of 
defendant and the United States, shall determine 
whether the information was properly 
classified. Upon request of the United States, 
the court *6 determination of the issue shall be 
in camera , ex parte . Any determination by the 
court on the propriety of the classification 
shall be de novo and a matter of law, and shall 
be conclusive except as provided in subsection 
(g) below. 

(g) An interlocutory appeal by the United States 
shall lie to a court of appeals fjrom a decision 
or order of the court with respect to the 

— " '^propriety of the classification of the 

information that provides the basis for 
prosecution under this section. 

(h) There is jurisdiction under this section over an 
offense committed outside the United States." 

SEC. 702. The table of contents of Chapter 15 of Title 50, 
United States Code, is amended to include the following caption 

"427. Unauthorized Disclosure of Classified 
Information" . 



TITLE VIII - PERSONAL LIABILITY AMENDMENT TO THE 
NATIONAL SECURITY ACT OF 1947 

Personal Liability Amendment 

SEC. 801. The National Security Act of 1947 (50 U.S.C. 401 
et seq.) is amended by adding at the end of subchapter VII the 
following new subchapter: 



"SUBCHAPTER VIII - Personal Liability of Intelligence 

Community Personnel 

§ 601. Personal Liability 

(a) The remedy against the United States provided by 
sections 1346(b) and 2672 of title 28 of the United States 
Code for claims for injury or loss of property, or personal 
injury or death, resulting from the negligent or wrongful 
act or omission of any officer or employee of the 
Intelligence Community while acting within the scope of his 
office or employment shall hereafter be exclusive of any 
other civil action or proceeding, arising out of or 
relating to the same subject matter, against the officer or 
employee whose act or omission gave rise to the claim, or 
against the estate of such officer or employee. 

(b) The United States shall be liable, to the extent 
that liability for such tort is recognized or provided by 
applicable Federal law, for claims for money damages 
sounding i n to rt arising under the Constitution of the 
Unibed States resulting from an act or omission of any 
acting within the scope of his office or employment. Such 
claims shall be treated in the same manner as claims 
cognizable under section 1346(b) and 2672 of title 28 of 
the United States Code. The remedy against the United 
States provided by this subsection shall hereafter be 
exclusive of any other civil action or proceeding, arising 
out of or relating to the same subject matter, against any 
officer or employee whose act or omission gave rise to any 
such claims, or against the estate of the officer or 
employee. This remedy shall be deemed an equally effective 
substitute for any recovery against the officer or employee 
in his individual capacity directly under the 
Constitution. The United States shall not be liable for 
interest prior to judgment or for punitive damages. 

(c) The Attorney General shall defend any civil 
action or proceeding brought in any court against any 
person referred to in subsection (a) and (b) of this 
section (or the estate of such person) for any such 
claims. Any such person against whom 6uch civil action or 
proceeding is brought 6hall deliver within such time after 
date of service or knowledge of service as determined by 
the Attorney General, all process served upon such person 
or any attested true copy thereof to such person's 
immediate superior or to whomever was designated by the 
Federal agency, which employed the individual at the time 
of the alleged act or omission that gave rise to the action 



or proceeding, to receive such papers and such person shall 
promptly furnish copies of the pleading and process therein 
to the United States attorney for the district embracing 
the place wherein the action or proceeding is brought, to 
the Attorney General and to the head of that Federal agency. 

(d) Upon certification by the Attorney General that 
the defendant officer or employee was acting within the 
6cope of his office or employment at the time of the 
incident out of which the action arose, any civil action or 
proceeding commenced in the United States district court 
shall be deemed an action against the United States under 
the provisions of title 28 of the United States Code and 
all references thereto, and the United States 6hall be 
substituted as the party defendant. 

(e) Upon certification by the Attorney General that 
the defendant officer or employee was acting within the 
scope of his office or employment at the time of the 
incident out of which the action arose, any civil action or 
proceeding described in subsection (c) which is commenced 
in a State court shall be rem ove d, without bond, at any 

time before_trial,- by- the Attorney General to the district 

court of the United States for the district and division 
embracing the place in which the action or proceeding is 
pending. Such action shall be deemed an action brought 
against the United States under the provision of title 28 
of the United States Code and all references thereto, and 
the United States shall be substituted as the party 
defendant. The certification of the Attorney General shall 
conclusively establish scope of office or employment for 
purposes of removal. 

(f) In any civil action or proceeding brought under 
this section, the United States shall have available all 
defenses heretofore available to the officer or employee 
whose act or omission gave rise to the claim, and all 
defenses to which it would have been entitled if the action 
had originally been commenced against the United States 
under section 1346(b) and sections 2671 through 2680 of 
title 28 of the United States Code, except that section 
2680(k) shall not apply to any cause of action covered by 
this section. 

(g) The Attorney General may compromise or settle any 
claim asserted in any such civil action or proceeding in 
the manner provided in section 2677 or title 28 of the 
United States Code, and with the same effect.” 

SEC. 802. The table of contents of Chapter 15 of title 50, 

United States Code, is amended to include the following caption: 
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"428. Personal Liability of Intelligence Community 
Personnel." 

TITLE IX - GENERAL PROVISIONS 



Restriction on Conduct of Intelligence Activities 

SEC. 901. The authorization of appropriations by this Act 
shall not be deemed to constitute authority for the conduct of 
any intelligence activity which is not otherwise authorized by 
the Constitution or laws of the United States. 

Increases in Employee Benefits Authorized by Law 

SEC. 902. Appropriations authorized by this Act for 
salary, pay, retirement, and other benefits for Federal 
employees may be increased by such additional or supplemental 
amounts as may be necessary for i ncre ases, in, such benefits 
authorized bylaw. ~ 



INTELLIGENCE AUTHORIZATION ACT FOR 
FISCAL YEAR 1986 



SECTION-BY-SECTION ANALYSIS 
AND EXPLANATION 




TITLE I 



INTELLIGENCE ACTIVITIES 



Section 101 lists the departments, agencies, and other 
elements of the United, States Government for whose intelligence 
and intelligence-related activities the Act authorizes 
appropriations for fiscal year 1986. 

Section 102 makes clear that details of the amounts 
authorized to be appropriated for intelligence and 
intelligence-related activities and personnel ceilings covered 
under this title for fiscal year 1986 are contained in a 
classified Schedule of Authorizations. The Schedule of 
Authorizations is incorporated into the Act by this section. 

Section 103 requires that no funds may be appropriated or 
otherwise made available through the exercise of transfer or 
reprogramming authority unless specifically authorized or 
accompanied by__no„tificat ion . — It is understood that 
specifically authorized intelligence activities are those 
activities described in annual budget justification material as 
modified by the Congress. The notification requirement is not 
intended to apply to reprogrammings below agreed-to dollar 
thresholds, releases from authorized contingency funds, or to 
Economy Act transactions for specific activities otherwise 
authorized by law. Notification required under this provision 
is normally expected to be made at least fifteen days prior to 
completion of the funding transaction, but it is recognized 
that circumstances may occasionally require later notification. 

Should questions arise as to the relationship between this 
section and section 501 of the National Security Act of 1947, 
it is expected that resolution will be guided by the principles 
of comity and mutual understanding set forth in the legislative 
history accompanying the statutory intelligence oversight 
provisions enacted in 1980. 

Section 104 authorizes the Director of Central Intelligence 
in fiscal year 1986 to expand the personnel ceilings applicable 
to the components of the Intelligence Community under Sections 
102 and 202 by an amount not to exceed 2 percent of the total 
of the ceilings applicable under these sections. The Director 
may exercise this authority only when necessary to the 
performance of important intelligence functions or to the 
maintenance of a stable personnel force, and any exercise of 
this authority must be reported to the two intelligence 
committees of the Congress. 
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TITLE II 



INTELLIGENCE COMMUNITY STAFF 

Section 201 authorizes appropriations in the amount of 

$ for the staffing and administration of the 

Intelligence Community Staff. 

Section 202 provides details concerning the number and 
composition of Intelligence Community Staff personnel. 

Subsection (a) authorizes __ full-time 

personnel for the Intelligence Community Staff for fiscal year 
1986, and provides that personnel of the Intelligence Community 
Staff may be permanent employees of the Staff or detailed from 
various elements of the United States Government. 

Subsection (b) requires that detailed employees be selected 
so as to provide appropriate representation from the various 
departments and agencies engaged i-n- intelligence and 
intelligence-related activities . 

Subsection (c) requires that personnel be detailed on a 
reimbursable basis except for temporary situations. 

Section 203 provides that the Director of Central 
Intelligence shall utilize existing statutory authority to 
manage the activities and to pay the personnel of the 
Intelligence Community Staff. This language reaffirms the 
statutory authority of the Director of Central Intelligence and 
clarifies the legal status of the Intelligence Community 
Staff. In the case of detailed personnel, it is understood 
that the authority of the Director of Central Intelligence to 
discharge personnel extends only to discharge from service at 
the Intelligence Community Staff and not from federal 
employment or military service. 



TITLE III 

CENTRAL INTELLIGENCE AGENCY 
RETIREMENT AND DISABILITY SYSTEM 

Section 301 authorizes fiscal year 1986 appropriations in 

the amount of $ for the Central Intelligence 

Agency Retirement and Disability Fund. 
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TITLE IV 



ADMINISTRATIVE PROVISIONS RELATED TO 
INTELLIGENCE AGENCIES 

Section 401 adjusts the annual rates of basic pay for the 
positions of Director and Deputy Director of Central 
Intelligence. Section 5312 of Title 5, United States Code, 
currently lists fourteen (14) positions which have an annual 
rate of basic pay at Level I of the Executive Schedule. 
Subsection 401(a) would add the Director of Central 
Intelligence to the list. Section 5313 of Title 5, United 
States Code, sets forth those positions which have an annual 
rate of basic pay at Level II of the Executive Schedule. The 
Director of Central Intelligence is presently included in this 
listing. Subsection 401(b) would change the listed position of 
Director of Central Intelligence to Deputy Director of Central 
Intelligence. Given the addition of the Deputy Director of 
Central Intelligence to the Executive Schedule Level II 
position listed in Section 5313. it b ecomes— necessary to amend 
Section 5314oftitle5, United States Code, to strike the 
Deputy Director of Central Intelligence from the positions 
listed as receiving an annual rate of basic pay at Level III of 
the Executive Schedule. Subsection 401(c) accomplishes this. 

Section 402 amends the National Security Act of 1947 to 
permit an interlocutory appeal by the United States from any 
decision of a United States court or a judge thereof- on any 
evidentiary ruling or dispositive motion when the Director of 
Central Intelligence certifies that the decision being appealed 
will have an adverse impact on the national security. 

Recently, the U. S. has encountered significant problems in 
attempting to perfect interlocutory appeals of several court 
decisions. The hallmark of these cases is an attempt by the 
plaintiffs to force the U. S. to submit to civil discovery and 
a trial on the merits, even though the Government's legal 
arguments would likely eliminate the need for discovery or 
further judicial proceedings if the issues could be litigated 
fully on appeal. Moreover, in those cases where the disclosure 
of sensitive national security information is directly at 
issue, the U. S. needs the ability to protect its information 
from any unnecessary risk of immediate disclosure. Under 
current law the U.S. may find that the only means of obtaining 
an immediate appeal to obtain a dispositive ruling is to 
consider a contempt of court. These problems can be resolved 
if the U.S. can obtain the right to interlocutory appeal upon a 
certification that the national security justifies it. It is 
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not intended, however, that the right established by this 
section in any way affect the role of the Attorney General in 
nanaging the litigation caseload of the United States. 

Section 403 amends both the Central Intelligence Agency 
Retirement Act of 1964 for Certain Employees (50 U.S.C. 403 
note) and the Central Intelligence Agency Act of 1949 (50 
U.S.C. 403a et seq. ) to provide an additional retirement credit 
in lieu of a post differential for service by Agency employees 
at unhealthful posts. Section 817 of the Foreign Service Act 
of 1980 (22 U.S.C. 4057) provides participants in the Foreign 
Service Retirement and Disability System with the ability to 
elect an extra credit towards retirement in lieu of a post 
differential for service at an unhealthful post. Because 
Agency employees serving overseas at unhealthful posts live 
under the same arduous conditions as State Department 
employees, the provision of this extra retirement credit to 
similarly situated Agency personnel is needed. While 
subsection 4(b) of the CIA Act of 1949 authorizes the DCI by 
regulation to provide Agency employees _with_benef-its and 
allowancescomparable to those paid to Foreign Service 
personnel, there is no indication in the legislative history 
that Congress considered Foreign Service retirement 
entitlements to be "allowances and benefits" within the meaning 
of thi6 subsection. This proposal thus authorizes the DCI to 
designate from time to time a list of places which by reason of 
climatic or other extreme conditions are to be considered 
unhealthful posts. Subsection (a) permits Agency employees who 
are CIARDS participants in computing their length of service to 
elect to receive a retirement credit of one and a half years 
for each year of service at such posts in lieu of a post 
differential. Subsection (b) authorizes this same extra 
retirement credit for service at unhealthful posts by Agency 
employees who are participants in the Civil Service Retirement 
System or in a "new Government retirement system" as defined in 
Section 203(a)(4) of the Federal Physicians Comparability 
Allowance Amendments of 1983 should Agency employees be covered 
by or elect to participate in the new retirement system 
presently being considered by Congress. Under both subsections 
(a) and (b), in computing an employee's length of service at an 
unhealthful post, fractional months are to be considered as 
full months and regular leaves of absence are to be included in 
this computation. These computation methods are identical to 
those contained in section 817 of the Foreign Service Act of 
1980. 
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Section 404 amends the CIA Act of 1949 and the National 
Security Agency Act of 1959 to make clear that CIA and NSA can 
continue to deal with security problems in the area of drug and 
alcohol abuse without regard to the provisions of any other 
law, rule or regulation. Recent court decisions and rulings by 
both the Equal Employment Opportunity Commission and the Merit 
Systems Protection Board have suggested that there will be 
increasing emphasis on treating alcoholism and alcohol abuse as 
a handicap protected under the provisions of the Rehabilitation 
Act, which outlaws handicap discrimination. By implication 
there will likely be a similar emphasis on treatment of drug 
abuse as a handicap with the 6ame protection. This may very 
well result in an increased prospect of litigation whenever CIA 
or NSA determine that drug or alcohol abuse requires the denial 
or revocation of security approvals, or the denial or loss of 
employment. Not only is there concern about the prospects of 
having to litigate these decisions, but there also is a 
likelihood that CIA and NSA will be forced more and more to 
make accommodations to take into account these "handicaps," 
regardless of the security consequences of continuing to employ 
or clear such persons. In order to avoid these additional 
administrative and litigation problems, which could 
- — - -rsubstant-ia-l-ly— impair the- ability of CIA and NSA ~to carry out 

their national security missions and functions, this amendment 
would clearly authorize CIA and NSA to deal with the security 
implications of alcohol and drug abuse in the same manner as in 
the past. 



TITLE V - SUPPORT FOR DEFENSE INTELLIGENCE 
COLLECTION ACTIVITIES 

Section 501 adds a new chapter 19 to subtitle A of Title 
10, United States Code, authorizing the establishment and 
conduct of corporations or other business entities to provide 
support for Department of Defense undercover intelligence 
collection activities without regard to a number of existing 
statutory restrictions applicable to U.S. Government agencies 
generally. This proposal, similar to the authority provided 
the Federal Bureau of Investigation (FBI) since 1979, is 
designed to provide an affirmative basis for such actions. 
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Proposed subsection 391 states that the purpose of proposed 
chapter 19 is to provide clear authority for the establishment 
of commercial covers to support intelligence collection 
activities. The activities for which 6uch support will be 
provided will be properly authorized as provided by statute or 
executive order and coordinated with the appropriate agency 
(CIA overseas^ FBI domestically) pursuant to national 
directives and interdepartmental agreements. 

Proposed subsection 392a defines a new term "intelligence 
collection activities". The use of a new term rather than the 
redefining of the term "Intelligence activities" precludes the 
development of two definitions (EO 12333 & statutory) for the 
same term. 

Proposed subsection 392b defines the term "Intelligence 
support activities" to mean the acquisition and operation of 
commercial cover systems as described in subsections 393 and 
394. 

Proposed subsection 392c defines one of the terms in 
subsection 302a, "foreign intelligence" as it is defined in EO 

— — 1-23-3-3-.— — ■“ ‘ - - ' — ' 

Proposed subsection 392d defines one of the terms in 
subsection 392a, "counterintelligence", as it is defined in EO 
12333. 

Proposed subsection 392e defines a new term "commercial 
cover" which is used throughout the proposed chapter 19 of this 
Title. 

Proposed subsection 393a authorizes the Secretary of 
Defense and the Secretaries of the Military Departments to 
establish and conduct commercial covers as commercial entities. 

Proposed subsection 393b authorizes operation of such 
commercial covers in accordance with prevailing commercial 
practice not limited by federal statutes that regulate the 
operations of commercial and industrial type governmental 
activities; to include but not limited to: 

° 5 U.S.C. regulates all aspects of Federal Civil 

Employment . 

* 31 U.S.C. 1301 which limits the application of 

appropriations. 
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* 31 U.S.C. 1341 which limits obligations and expenditures 
of services. 

• 31 U.S.C. 1342 which limits the acceptance of voluntary 
services. 

* 31 U.S.C. 1343 which limits purchasing of passenger 
motor vehicles and aircraft. 

# 31 U.S.C. 1344 which restricts use of government 
vehicles, particularly domicile to duty. 

. ° 31 U.S.C. 1348 which prohibits the use of appropriations 

to install telephones in private residences. 

• 31 U.S.C. 1517 which prohibits obligation in excess of 
apportionments or regulations. 

• Chapter 91 of Title 31 which regulates Government 
corporations. Compliance with the preceding statutes 
would either limit the operation of a commercial cover 

or lead to the compromise-of a commercial cover.' 

Proposed subsection 393c exempts the intelligence 
activities authorized by section 391 from the restrictions 
contained in 31 U.S.C. 3302 against establishing bank 
accounts. Such commercial activity is necessary to operate a 
viable commercial business entity to serve as a cover. The 
criminal penalties of 18 U.S.C. 648 similarly are specifically 
stated as not applying insofar as the prohibition against 
establishing bank accounts is concerned. This proposed 
subsection also allows the use of any deposits of or proceeds 
which may be generated by a commercial entity for necessary and 
reasonable expenses incurred by it while providing cover for 
authorized undercover intelligence activities. A specific 
exception is provided to 31 U.S.C. 3302, which requires that 
all money received from any source be deposited in the U.S. 
Treasury without any deductions. This provision is required to 
assure that the cover of the business entities established is 
not jeopardized, to permit normal commercial administrative 
support activity, and to provide the operational flexibility 
needed to help ensure that the planned intelligence activities 
are accomplished as required. It is intended by this 
subsection that funds generated by a commercial entity may be 
used even if it is dissolved or replaced by another entity so 
long as the planned intelligence activity continues. 
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Proposed subsection 393d requires that any funds generated 
by any business entity or entities established under the 
authority of section 391 which are not required for 
accomplishing the purpose for which such entities were created 
shall be deposited into the U.S. Treasury as miscellaneous 
receipts. This proposed subsection also requires that any 
proceeds which may be generated from the sale, liquidation or 
other disposition of a business entity established under 
section 391 be deposited in the U.S. Treasury as miscellaneous 
receipts after all debts, claims or other obligations have been 
resolved. 

Proposed subsection 394a provides that the Secretaries 
concerned may acquire necessary services, personalty, fixtures, 
and realty in order to support a commercial cover. 

Proposed subsection 394b authorizes the secretaries 
concerned to conduct the commercial covers as if they were 
commercial entities utilizing standard business practice. Such 
methodology requires exemptions from the provisions of: 

* 10 U.S.C. 2207 which prohJLbits contracting unless- the 

contract" contains specific provisions, the inclusion of 

which identifies the contracting agency as a U.S. 
Government entity. 

* 10 U.S.C. 2276 which makes the contractor's books 
subject to Government audit. A government audit 
identifies the contracting agency as a U.S. Government 
entity. 

* 10 U.S.C. 2301 which prohibits cost-plus-a-percentage-of- 
cost contracts. This may conflict with prevailing 
commercial practice. This section also subjects a 
commercial cover to small business set-a-sides. 

* 10 U.S.C. 2304. which limits the use of negotiated 
procurements. Formal advertisement (sealed bids) may 
not be consistent with prevailing commercial practice. 

* 10 U.S.C. 2306 which places restrictions on the kinds of 
contracting that may be used. These restrictions may 
conflict with prevailing commercial practice. This 
section also creates a right to examine all books, 
records, etc. of the contractor or subcontractor. This 
also may identify the contracting agency as a U.S. 
Government entity. 
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